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DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES 

Office  of  the  Secretary 

Office  of  Family  Assistance 

Office  of  Chiid  Support  Enforcement 

Office  of  Human  Development 
Services 

45  CFR  Parts  95,  205,  304, 1392, 1393, 
and  1396 

Equipment  Acquired  Under  Public 
Assistance  Programs 

agency:  Department  of  Health  and 
Human  Services  (HHS). 

ACTION:  Notice  of  proposed  rule  making. 

summary:  This  proposed  rule  would 
revise  and  consolidate  current  HHS 
regulations  concerning  Federal  financial 
participation  in  the  cost  of  equipment 
under  HHS  supported  public  assistance 
programs.  The  proposed  rule  would  also 
revise  and  consolidate  current 
regulations  on  the  management  and 
disposition  of  equipment  under  these 
programs. 

The  proposed  rule  would  permit  State 
public  assistance  agencies  to  expense 
most  of  their  equipment  at  the  time  of 
purchase  rather  than  depreciating  the 
equipment  over  its  useful  life  as  required 
by  the  current  regulations.  This  change 
would  allow  these  agencies  to  claim 
Federal  financial  participation  in  the 
cost  of  the  equipment  at  an  earlier  date 
than  under  the  current  regulations  and 
would  simplify  the  accounting 
requirements  associated  with  the 
equipment. 

Because  of  the  long-term  nature  of  the 
programs  involved,  the  total  Federal 
reimbursement  under  either  the 
proposed  rule  or  the  current  regulation 
would  be  approximately  the  same. 
Accordingly,  we  are  proposing  this 
simplified  rule  since  there  is  no  apparent 
benefit  to  the  Federal  Government  or 
State  agencies  from  the  use  of  the  more 
complicated  current  requirements. 

DATE:  Comments  must  be  received  on  or 
before  September  22, 1981. 

ADDRESS:  Interested  parties  are  invited 
to  submit  written  data,  views,  or 
comments  on  the  proposed  regulations 
to  the  Director,  Office  of  Grant  and 
Contract  Financial  Management,  Office 
of  Grants  and  Procurement,  Office  of  the 
Assistant  Secretary  for  Management 
and  Budget,  U.S.  Department  of  Health 
and  Human  Services,  Room  533H, 
Hubert  H.  Humphrey  Building,  200 
Independence  Avenue,  SW., 
Washington,  D.C.  20201. 


Comments  will  be  available  for  public 
inspection  at  the  above  address  Monday 
through  Friday  from  9:00  a.m.  to  5:30 
p.m. 

FOR  FURTHER  INFORMATION  CONTACT: 

Edward  M.  Tracy  (202)  755-7633. 
SUPPLEMENTARY  INFORMATION:  This 
proposed  rule  would  revise  and 
consolidate  regulations  currently  found 
in  the  following  sections:  45  CFR  95.641, 
205.160,  304.24, 1392.'66, 1393.92, 1396.93 
and  42  CFR  433.35  concerning  Federal 
financial  participation  in  the  cost  of 
equipment  under  HHS  supported  public 
assistance  programs  and  the 
management  and  disposition  of 
equipment  whose  costs  are  charged  to 
these  programs.  The  regulations 
implementing  the  new  Title  IV-E  to  the 
Social  Security  Act,  Federal  Payments 
for  Foster  Care  and  Adoption 
Assistance,  will  include  this  provision 
when  the  regulations  are  published  in 
final.  The  proposed  rule  would: 

(a)  Allow  a  State  agency  to  expense 
an  item  of  equipment  having  an 
acquistion  cost  of  $25,000  or  less,  except 
under  specified  circumstances; 

(b)  Eliminate  the  multiple 
capitalization  levels  prescribed  in  the 
current  regulations; 

(c)  Clarify  the  circumstances  under 
which  equipment  would  be  subject  to 
the  property  rules  in  Subpart  O  of  45 
CFR  Part  74; 

(d)  Establish  requirements  concerning 
the  management  and  disposition  of 
equipment  which  is  not  subject  to 
Subpart  O  of  45  CFR  Part  74;  and 

(e)  Clarify  the  relationship  between 
Subpart  F  (Automatic  Data  Processing 
Equipment  and  services]  of  45  CFR  Part 
95  and  the  new  subpart  G  of  Part  95 
being  proposed  today. 

The  proposed  rule  would  permit  State 
public  assistance  agencies  to  expense 
most  of  their  equipment  at  the  time  of 
purchase  rather  than  depreciating  the 
equipment  over  its  useful  life  as  required 
by  the  current  regulations.  This  change 
would  allow  these  agencies  to  claim 
Federal  financial  participation  in  the 
cost  of  the  equipment  at  an  earlier  date 
than  under  the  current  regulations  and 
would  simplify  the  accounting 
requirements  associated  with  the 
equipment.  The  proposed  $25,000 
capitalization  level  is  designed  to 
remove  the  vast  majority  of  equipment 
purchases  from  the  depreciation 
requirement.  Because  of  the  long-term 
nature  of  the  programs  involved,  the 
total  Federal  reimbursement  under 
either  the  proposed  rule  or  the  current  N 
regulation  would  be  approximately  the 
same.  Accordingly,  we  are  proposing 
this  simplified  rule  since  there  is  no 
apparent  benefit  to  the  Federal 


Government  or  State  agencies  from  the 
use  of  the  more  complicated  current 
requirements. 

The  definitions  and  terminology 
contained  in  the  proposed  rule  are 
consistent  with  the  Department’s 
general  rules  contained  in  Subpart  O  of 
45  CFR  Part  74.  The  proposed  rule 
eliminates  the  references  found  in 
current  regulations  (45  CFR  205.160, 
304.24  and  42  CFR  433.35)  to  the  “book 
value"  and  “amount  expended”  as  the 
basis  for  computing  the  acquisition  cost 
of  a  piece  of  replacement  equipment  by 
making  the  definition  of  acquistion  cost 
consistent  with  that  found  in  Subpart  O. 

The  Department  has  determined  that 
this  is  not  a  major  rule  as  defined  in 
Executive  Order  12291.  Pursuant  to  the 
provisions  of  5  U.S.C.  Section  605(b),  I 
hereby  certify  that  this  rule  will  not 
have  a  significant  economic  impact  on  a 
substantial  number  of  small  entities. 

Dated:  July  1, 1981. 

Richard  S.  Schweiker, 

Secretary  of  Health  and  Human  Services. 

Accordingly,  it  is  proposed  to  amend 
45  CFR  Subtitle  A  and  ^apters  II,  III, 
and  XIII  as  follows: 

PART  205— GENERAL 
ADMINISTRATION— PUBLIC 
ASSISTANCE  PROGRAMS 

A.  45  CFR  205.160  is  revised  to  read  as 
follows: 

S  205.160  Equipment— Federal  financial 
participation. 

Claims  for  Federal  financial 
participation  in  the  cost  of  equipment 
for  the  cash  assistance  programs  under 
Titles  I,  IV-A,  X,  XIV,  XVI  (AABD)  and 
for  the  separate  administrative  unit 
established  under  Section  402(a](19](G) 
of  the  Social  Security  Act  are  to  be 
determined  in  accordance  with  Subpart 
G  of  46  CFR  Part  95.  Requirements 
concerning  the  management  and 
disposition  of  equipment  under  these 
Titles  are  also  prescribed  in  Subpart  G 
of  45  CFR  Part  95. 

PART  304— FEDERAL  FINANCIAL 
PARTICIPATION 

B.  45  CFR  304.24  is  revised  to  read  as 
follows: 

§  304.24  Equipment— Federal  financial 
participation. 

Claims  for  Federal  financial 
participation  in  the  cost  of  equipment 
under  the  Child  Support  Enforcement 
Program  are  to  be  determined  in 
accordance  with  Subpart  G  of  45  CFR 
Part  95.  Requirements  concerning  the 
management  and  disposition  of 
equipment  under  the  Child  Support 
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Enforcement  Program  are  also 
prescribed  in  Subpart  G  of  45  CFR  Part 
95. 

PART  1392— SERVICE  PROGRAM  FOR 
FAMILIES  AND  CHILDREN;  TITLE  IV: 
PARTS  A  AND  B  OF  SOCIAL 
SECURITY  ACT 

C.  45  CFR  1392.66  for  the  Title  IV-B 
Child  Welfare  Services  Program  and  the 
Title  IV-A  Services  Program  in  the 
Territories  is  revised  to  read  as  follows; 

§  1392.66  Equipment— Federal  financial 
participation. 

Claims  for  Federal  financial 
participation  in  the  cost  of  equipment 
under  the  Child  Welfare  Services 
Program  and  the  Services  Program  in  the 
Territories  are  to  be  determined  in 
accordance  with  Subpart  G  of  45  CFR 
Part  95.  Requirements  concerning  the 
management  and  disposition  of 
equipment  under  the  these  programs  are 
also  prescribed  in  Subpart  G  of  45  CFR 
Part  95. 

PART  1393— SERVICE  PROGRAMS 
FOR  AGED,  BLIND,  OR  DISABLED 
PERSONS:  TITLES  I,  X,  XIV,  AND  XVI 
(AABD)  OF  THE  SOCIAL  SECURITY 
ACT 

D.  45  CFR  1393.92  for  the  Services 
Programs  under  Titles  I,  X,  XIV  and  XVI 
(AABDJ  in  the  Territories  is  revised  to 
read  as  follows: 

1393.92  §  Equipment— Federal  financial 
participation. 

Claims  for  Federal  financial 
participation  in  the  cost  of  equipment 
for  the  Services  Programs  under  Titles  I,- 
X.  XIV  and  XVI  (AABD)  in  the 
Territories  are  to  be  determined  in 
accordance  with  Subpart  G  of  45  CFR 
Part  95.  Requirements  concerning  the 
management  and  disposition  of 
equipment  under  these  programs  are 
also  prescribed  in  Subpart  G  of  45  CFR 
Part  95. 

PART  1396— SOCIAL  SERVICES 
PROGRAMS  FOR  INDIVIDUAIS  AND 
FAMILIES:  TITLE  XX  OF  THE  SOCIAL 
SECURITY  ACT 

E.  45  CFR  1396.93  for  the  Title  XX, 
Social  Services  Program  is  revised  to 
read  as  follows: 

§  1393.93  Equipment— Federal  financial 
participation. 

Claims  for  Federal  financial 
participation  in  the  cost  of  equipment 
for  the  Social  Services  Program  under 
Title  XX  are  to  be  determined  in 
accordance  with  Subpart  G  of  46  CFR 
Part  95.  Requirements  concerning  the 
management  and  disposition  of 
equipment  under  this  program  are  also 


prescribed  in  Subpart  G  of  45  CFR  Part 
95. 

PART  95— GENERAL 
ADMINISTRATION— GRANT 
PROGRAMS  (PUBLIC  ASSISTANCE 
AND  MEDICAL  ASSISTANCE) 

F.  45  CFR  95.641  is  revised  to  read  as 
follows: 

§  95.641  Exemption  from  Subpart  Q  of  this 
part 

The  capitalization  and  depreciation 
provisions  of  Subpart  G  of  this  Part  do 
not  apply  to  AOP  equipment  provided 
the  Department  approves  the  ADP 
equipment  purchase  and  approves  the 
expensing  of  the  equipment.  The 
equipment  management  and  equipment 
disposition  provisions  of  Subpart  G  of 
this  Part  do  apply  to  ADP  equipment. 

G.  45  CFR  Part  95  is  amended  by 
adding  a  new  Subpart  G  to  read  as 
follows; 

Subpart  G— Equipment  Acquired  Under 
Public  Assistance  Programs 

Sec. 

95.701  Purpose  and  scope  of  subpart. 

95.703  Definitions. 

95.705  Equipment  costs — Federal  Tmancial 
participation. 

95.707  Equipment  management  and 
disposition. 

Authority:  Sec.  1102.49  Slat.  647, 42  U.S.C. 
1302. 

Subpart  G— Equipment  Acquired 
Under  Public  Assistance  Programs. 

§  95.701  Purpose  and  scope  of  subpart 

(a)  This  subpart  prescribes 
requirements  concerning  the 
computation  of  claims  for  Federal 
financial  participation  in  the  cost  of 
equipment  under  public  assistance 
programs.  This  subpart  also  prescribes 
requirements  for  the  managment  and 
disposition  of  equipment  whose  costs 
are  claimed  for  Federal  financial 
participation  under  these  programs. 

(b)  This  subpart  applies  to  equipment 
purchased  by  State  agencies  (as  defined 
in  §  95.703]  and  to  equipment  purchased 
under  service  agreements  with  other 
State  agencies  and  under  cost-type 
contracts. 

§95.703  Definitions. 

As  used  in  this  subpart:  “Acquisition 
cost”  of  an  item  of  purchased  equipment 
means  the  net  invoice  price  of  the 
equipment,  including  the  cost  of 
modifications,  attachments,  accessories, 
or  auxiliary  apparatus  necessary  to 
make  the  equipment  usable  for  ^e 
purpose  for  which  it  was  acquired. 

Other  charges  such  as  the  cost  of 
installation,  transportation,  taxes,  duty 
or  protective  intransit  insurance  shall  be 


included  in  or  excluded  from  the  unit 
acquisition  cost  in  accordance  with  the 
regular  accoimting  practices  of  the 
organization  purchasing  the  equipment 
If  the  item  is  acquired  by  trading  in 
another  item  and  paying  an  additional 
amount,  “acquisition  cost”  means  the 
amount  received  for  trade-in  plus  the 
additional  outlay. 

“Equipment”  means  an  article  of 
tangible  personal  property  that  has  a 
useful  life  of  more  than  two  years  and 
an  acquisition  cost  of  $500  or  more.  Any 
recipient  may  use  its  own  definition  of 
equipment,  if  its  definition  would  at 
least  include  all  items  of  equipment  as 
defined  here. 

“Public  Assistance  Programs”  means 
programs  authorized  by  Titles  L  IV-A. 
IV-B.  IV-a  IV-D,  IV-E,  X,  XIV.  XVI 
(AABD),  XIX  and  XX  of  the  Social 
Security  Act  and  programs  authorized 
by  the  Immigration  and  Nationality  Act 
as  amended  by  the  Refugee  Act  of  1960 
(Pub.  L  96-212). 

“State  Agency”  means  the  State 
agency  administering  a  public 
assistance  program(s).  This  term 
includes  local  government  public 
assistance  agencies  which  administer 
public  assistance  programs  under  a 
State  supervised  system  and  the  State 
agencies  which  supervise  the  local 
agencies. 

§  95.705  Equipment  costs  Federal 
financial  participation. 

(a)  General  rule.  In  computing  claims 
for  Federal  financial  participation, 
equipment  having  a  unit  acquisition  cost 
of  $25,000  or  less  may  be  expensed  or 
depreciated,  at  the  option  of  the  State 
agency.  Equipment  having  a  unit 
acquisition  cost  of  more  than  $25,000 
shall  be  depreciated.  For  purposes  of 
this  section,  the  term  “depreciate”  also 
includes  use  allowances  computed  in 
accordance  with  the  cost  principles 
precribed  in  Subpart  Q  of  45  CIT<  Part 
74. 

(b)  Exceptions.  (1)  Equipment 
purchased  under  service  agreements 
with  other  State  agencies  and  under 
cost-type  contracts  shall  be  depreciated. 
However,  equipment  having  a  unit 
acquisition  cost  of  $25,000  or  less  may 
be  expensed  if  (a)  the  State  agency 
approved  the  expensing  of  the  item,  and 
(b)  the  contract  or  service  agreement 
requires  that  the  equipment  or  its 
residual  value  be  transferred  to  the 
State  agency  when  the  equipment  is  no 
longer  needed  to  carry  out  the  work 
under  the  contract  or  service  agreement. 

(2)  ADP  equipment  having  an 
acquisition  cost  in  excess  of  $25,000  may 
be  expensed  if  expensing  of  the 
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equipment  is  approved  under  Subpart  F 
of  this  Part. 

§  95.707  Equipment  management  and 
disposition. 

(a)  An  item  of  equipment  is  subject  to 
the  property  rules  in  Subpart  O  of  45 .  .. 
CFR  Part  74  if  the  item  was  expensed 
and  if  the  total  cost  of  the  item  was 
claimed  and  accepted  for  Federal 
Hnancial  participation  as  a  direct  cost 
under  a  single  program  or  program 
activity.  These  rules  also  apply  to  ADP 
equipment  where  the  State  agency  was 
permitted  to  expense  the  equipment  - 
under  Subpart  F  of  this  Part. 

(b)  Other  items  of  equipment  whose 
costs  are  claimed  for  Federal  financial 
participation  (i.e.,  equipment  that  is 
capitalized  and  depreciated  or  is 
expensed  and  charged  to  more  than  one 
program)  are  not  subject  to  the  specific 
requirements  in  Subpart  O  of  45  CFR 
Part  74.  However,  the  State  agency  is 
responsible  for  adequately.managing  the 
equipment,  maintaining  records  on  the 
equipment,  and  taking  periodic  physical 
inventories.  Physical  inventories  may  be 
made  on  the  basis  of  statistical 
sampling.  The  following  requirements 
apply  to  the  disposition  of  this 
equipment: 

(1)  If  the  equipment  was  expensed 
and  is  later  sold,  the  proceeds  of  the 
sale  shall  be  credited  to  current 
expenditures  in  approximate  proportion 
to  the  distribution  of  the  equipment's 
costs. 

(2)  If  the  equipment  was  expensed 
and  is  later  transferred  to  an  activity 
which  is  not  involved  in  the 
performance  of  programs  currently  or 
previously  funded  by  the  Federal 
Government,  an  amount  equal  to  the  fair 
market  value  of  the  Equipment  on  the 
date  of  the  transfer  shall  be  credited  to 
current  expenditures  in  approximate 
proportion  to  the  distribution  of  the 
equipment’s  costs. 

(3)  If  the  equipment  was  expensed 
and  is  later  traded  in  on  other 
equipment,  claims  for  Federal  financial 
participation  in  the  costs  of  replacement 
equipment  shall  be  limited  to  the 
additional  outlay. 

(4)  If  the  equipment  was  depreciated, 
any  gain  or  loss  on  the  disposition  of  the 
equipment  shall  be  treated  as  a 
decrease  or  an  increase  to  the 
depreciation  expense  of  the  period  in 
which  the  disposition  takes  place.  This 


provision  does  not  apply  to  equipment 
whose  costs  were  claimed  for  Federal 
financial  participation  through  use 
allowances. 

(FR  Doc.  81-21761  Filed  7-23-61;  8:45  am] 
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Health  Care  Financing  Administration 
42  CFR  Part  433 

Equipment  Acquired  Under  Public 
Assistance  Programs 

agency:  Health  Care  Financing 
Administration,  Department  of  Health 
and  Human  Services  (HHS). 

ACTION:  Notice  of  proposed  rule  making. 

SUMMARY:  This  proposed  rule  would 
revise  current  regulations  concerning 
Federal  financial  participation  in  the 
cost  of  equipment  under  the  Medicaid 
Program  (Title  XIX  of  the  Social  Security 
Act).  The  proposed  rule  would  also 
revise  current  reflations  on  the 
management  and  disposition  of 
equipment  under  the  Program. 

The  proposed  rule  would  permit  State 
public  assistance  agencies  to  expense 
most  of  their  equipment  at  the  time  of 
purchase  rather  than  depreciating  the 
equipment  over  its  useful  life  as  required 
by  the  current  regulations.  This  change 
would  allow  these  agencies  to  claim 
Federal  financial  participation  in  the 
cost  of  the  equipment  at  an  earlier  date 
than  under  the  current  regulations  and 
would  simplify  the  accounting 
requirements  associated  with  the 
equipment. 

Because  of  the  long-term  nature  of  the 
programs  involved,  the  total  Federal 
reimbursement  under  either  the 
proposed  rule  or  the  current  regulation 
would  be  approximately  the  same. 
Accordingly,  we  are  proposing  this 
simplified  rule  since  there  is  no  apparent 
benefit  to  the  Federal  Government  or 
State  agencies  from  the  use  of  the  more 
complicated  current  requirements. 

DATE:  Comments  must  be  received  on  or 
before  September  22, 1981. 

ADDRESS:  Interested  parties  are  invited 
to  submit  written  data,  views,  or 
comments  on  the  proposed  regulations 
to  the  Director,  Office  of  Grant  and 
Contract  Financial  Management,  Office 
of  Grants  and  Procurement,  Office  of  the 
Assistant  Secretary  for  Management 


and  Budget,  U.S.  Department  of  Health 
and  Human  Services,  Room  553H, 

Hubert  H.  Humphrey  Building,  200 
Independence  Avenue,  S.W., 

Washington,  D.C.  20201. 

Comments  will  be  available  for  public 
inspection  at  the  above  address  Monday 
through  Friday  from  9:00  a.m.  to  5:30 
p.m. 

FOR  FURTHER  INFORMATION  CONTACT: 

Edward  M.  Tracy  (202)  755-7633. 
SUPPLEMENTARY  INFORMATION:  By 
concurrent  notice  published  also  in  Part 
III  of  this  issue  of  the  Federal  Register, 
HHS  is  proposing  to  revise  and 
consolidate  its  current  regulations 
concerning  Federal  financial 
participation  in  the  cost  of  equipment 
under  public  assistance  programs 
supported  by  the  Department.  The 
proposed  rule  would  also  revise  and 
consolidate  current  regulations  on  the 
management  and  disposition  of 
equipment  under  these  programs. 
Supplementary  information  on  the 
proposed  rule  is  provided  in  the 
concurrent  Notice. 

The  Department  has  determined  that 
this  is  not  a  major  rule  as  defined  in 
Executive  Order  12291.  Pursuant  to  the 
provisions  of  5  USC  Section  605(b),  I 
hereby  certify  that  this  rule  will  not 
have  a  significant  economic  impact  on  a 
substantial  number  of  small  entities. 

Dated:  July  2, 1981. 

Richard  S.  Schweiker, 

Secretary  of  Health  and  Human  Services. 

Accordingly,  it  is  proposed  to  amend 
42  CFR  Part  433  as  follows: 

PART  433— STATE  FISCAL 
ADMINISTRATION 

42  CFR  433.35  is  revised  to  read  as 
follows: 

§  433.35  Equipment— Federal  financial 
participation. 

Claims  for  Federal  financial 
participation  in  the  cost  of  equipment 
under  the  Medicaid  Program  are 
determined  in  accordance  with  Subpart 
G  of  45  CFR  Part  95.  Requirements 
concerning  the  management  and 
disposition  of  equipment  under  the 
Medicaid  Program  are  also  prescribed  in 
Subpart  G  of  45  CFR  Part  95. 

(FR  Doc.  81-21762  Filed  7-2.1-61: 8:45  am] 
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